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1.1	 Background to the Study
In a world of perfect capital markets, holdings of liquid assets are irrelevant. If cash flow turns out to be unexpectedly low, such that a "firm has to raise funds to keep operating and to invest, it can do so at zero cost. Since there is no liquidity premium in such a world, holdings of liquid assets have no opportunity cost. Hence, if a "firm borrows money and invests it in liquid assets, shareholder wealth is unchanged Opler et al, (1999).

However, if it is costly for the "firm to be short of liquid assets, the "firm equates the marginal cost of holding liquid assets to the marginal benefit of holding those assets. Holding an additional dollar of liquid assets reduces the probability of being short of liquid assets, and decreases the cost of being short of cash, under the reasonable assumption that the marginal benefit of liquid assets declines as holdings of liquid assets increase. We define a firm to be short of liquid assets if it has to cut back investment, cut back dividends, or raise funds by selling securities or assets. A firm can make it less likely that it will be short of liquid assets in a particular state of the world by having lower leverage, or by hedging. Consequently, an optimal theory of liquid asset holdings has to address the issue of why it is more efficient for the firm to hold an additional dollar of liquid assets instead of decreasing leverage by some amount, or increasing hedging Opler et al, (1999).

Working capital management attracts less attention from management than capital budget and capital structure in financial management in the ordinary course of business. Working capital management relates to the findings of sources of short term finance and invests in short term assets. Working capital management deals with profitability and the risk of the company. Inefficient working capital management results in over investment in working capital and reduces the profitability of the firm. On the other hand, inefficient management of working capital leads to an insufficient amount of working capital and results in financial difficulty, putting the company at risk. The optimal level of working capital, which is a tradeoff between risk and profitability, can be affected by both internal organizational characteristics and various outside factors.
	
1.2	 Research Problem
Corporate finance basically deals with three decisions: capital structure decisions, capital budgeting decisions, and working capital management decisions. Among these, working capital management is a very important component of corporate finance since it affects the profitability and liquidity of a company. It deals with current assets and current liabilities. Working capital management is recognized as an important concern of the financial manager due to many reasons. 

The maintenance of excessive levels of current assets can easily result in a substandard return on a firm’s investment. However, firms with inadequate levels of current assets may incur shortages and have difficulties in smoothly maintaining day-to-day operations.  Efficient working capital management involves planning and controlling current assets and current liabilities in a manner that eliminates the risk of inability to meet due short term obligations on one hand and avoids excessive investment in these assets on the other hand Eljelly, (2004). 
To be able to practice effective and efficient working capital management practices the managers need to know the factors, their strength and their directions on the cash holdings so that firms may hold appropriate cash per requirement and avoid excess or shortages in firms’ cash. Thus this study is purposefully designed to address this issue.

1.3	Major Objective
Main objective of the study is to investigate on the various working capital management factors that affect cash holdings in listed companies in Tanzania. 

1.4	Specific Objectives
The following specific research objectives shall be used to guide the study;
i.	To examine whether there is a relationship between (working) capital expenditure and the firm’s cash holding in listed companies in Tanzania.
ii.	To examine whether there is a relationship between firms’ growth opportunity and the firm’s cash holding in listed companies in Tanzania
iii.	To examine whether there is a relationship between length of the cash conversion cycle and the firm’s cash holding in listed companies in Tanzania
iv.	To examine the impact of different factors affecting the working capital on net liquidity balance (cash holdings) in listed companies in Tanzania

1.5	 Research Questions
The following research questions will guide this study;
i.	What is the relationship between (working) capital expenditure and the firm’s cash holding in listed companies in Tanzania?
ii.	What is the relationship between firms’ growth opportunities and the firm’s cash holding in listed companies in Tanzania?
iii.	What is the relationship between the length of the cash conversion cycle and the firm’s cash holding in listed companies in Tanzania?
iv.	What are the impacts of different factors affecting the working capital on net liquidity balance (cash holdings) in listed companies in Tanzania?

1.6	Research Hypotheses 
The study will use three null hypotheses to test relationship between the various working capital management factors/issues and cash holding in firms.

H0: There is no relationship between working capital expenditure and firm’s cash holding in listed companies in Tanzania.

H0: There is no relationship between firms’ growth opportunities and firm’s cash holding in listed companies in Tanzania.










This section covers a review of works by other researchers on the liquidity and factors that affects it. It includes the review of concepts, theories and empirical evidences on factors that affects liquidity of firms.

1.7	Conceptual Review
2.1.1 Working Capital Management
As described by Van Horne (1977), working capital management is the relationship of current assets for cash, marketable securities, receivables, and inventories. Osisioma (1997), delineated working capital management as the bearing, change, and control of the security of current assets and current liabilities of a firm with a definitive target that making assignments are met, and the persistent effects are especially adjusted. In order to control working capital efficiently, there should be two sections as critical portions and excellent totals. 

Osisioma (1997) watched that genuine working capital affiliation should guarantee a perfect relationship between the unmistakable parts of a firm's working capital in order to make an efficient blend, which will promise capital plentifulness. Along these lines, working capital management should make positive that the perfect measures of every part of the working capital are handy for management. However the solicitation is "The thing that picks the crucial parts of a firm's working capital and what measure of such essential variables can be seen as enough or appealing?" 
The key portions of a connection's working capital, essentially, rely on upon the sort of business and industry. Cash, debtors, receivables, inventories, marketable securities, and redeemable futures can be seen as the regular parts of association's working capital. In any case, the solicitation is to secure the parts that pick the ampleness of working capital mainly in light of change, size, working cash stream, and so forward. The nonappearance of capacity to understand the seeing segments and size of adequate measures of working capital will lead a business undertaking to bankruptcy.

2.1.2 Determinants of WCM
2.1.2.1 Working Capital Management
Van Horne (1977) argues that working capital management is the administration of current assets for cash, marketable securities, receivables, and inventories. Osisioma (1997) portrayed working capital administration as the bearing, change, and control of the leveling of contemporary property and current liabilities of a company with the genuine target that making responsibilities are met, and the persevering assets are fittingly redesigned. In order to control working capital efficiently, there need to exist two variables as huge parts and appealing aggregates. 

Osisioma (1997) confirmed that sensible working capital administration should make certain a fitting relationship between the extraordinary fragments of a firm's working capital in order to make an efficient blend, which will promise capital sufficiency. Thusly, working capital administration need to ensure that the perfect measures of each issue of the working capital are on hand for management. However the solicitation is "The thing that picks the significant parts of a firm's working capital and how a not all that awful game-plan of such vital portions can be considered as enough or beguiling?" 

The basic segments of an alliance's working capital, on an exceptionally fundamental level, depend on upon the kind of business undertaking and industry. Cash, debtors, receivables, inventories, marketable securities, and redeemable futures can be seen as the reliable sections of connection's working capital. In any case, the solicitation is to secure the parts that pick the ampleness of working capital form absolutely in light of change, size, working cash stream, and so forward. The powerlessness to see the picking parts and size of sufficient measures of working capital will lead an endeavor to bankruptcy.

2.1.2.2 Determinants of Cash Holdings
Cash holding as defined by Net Liquidity Balance NLB has the following determinants;
In the regression model according to Opler et al, (1999), cash holding is a function of; 
i.	Growth opportunities, 
ii.	Riskiness of cash flow, 
iii.	Access to the capital markets, and 
iv.	Cost of raising funds through 
i. Asset sales and 
ii.	Dividend cuts 

For firm i in year t, the cash model is given by the following equation:
CASHi,t = a + b1MTBi,t + b2SIZEi,t + b3CFi,t + b4NWCi,t + b5CAPEXi,t +b6LEVERAGEi,t+ b7FINDISi,t +b8DIVDUMi,t  + εt 

In the above equation, 
CASH is the natural log of the ratio of cash and marketable securities to assets less cash or net assets; 
MTB is market/book ratio; 
SIZE is the natural log of assets; 
CF is the ratio of cash flow to net assets; 
NWC is the ratio of net working capital (net of cash) to net assets;
CAPEX is the ratio of capital expenditures to net assets; 
LEVERAGE is total debt over total assets; 
FINDIS is the ratio of R&D expenditures to sales; 
DIVDUM is a binary variable set to one if the firm paid a dividend in the year, and zero if it did not;  

2.2	Theoretical Review
2.2.1 Transaction Costs and Trade-Off Theory
In the trade-off thought structure, a value-opening up firm studies the marginal costs and marginal motivations behind energy of cash holdings to pick its most sensible cash degree. The essential theory is the proximity of scale economies for lifting external funds, urging companies to hold cash to keep up a vital separation from regular and tedious raising cash. Cash holdings diminish the probability of financial distress, empower investment notwithstanding when some cash related essentials are true blue, and take care of the costs of raising outside cash or changing from non-liquid property to cash. The cost of saving cash is the liquidity premium, depicted as the likelihood cost for holding liquid assets. 

Beltz and Frank (1996) attempted the trade-off theory and find that empirical results unequivocally control the hypothetical guesses of the trade-off theory. Deloof (1999) finds solid confirmation of cash holdings for transaction points of view, however none for security. D'Mello et al. (2004) confirm these outcomes, including new confirmation about cash holdings and financial parts: cash holdings are diminishing in the ease of raising cash from inside sources and making what's more conceivable results and variability of cash stream. Kim et al. (1998) get a couple answers concerning the most steady investment in liquidity of a firm. Tailing them, cash holdings are making in the charge of external funds, the change of future cash stream, and the preferred standpoint on future investment, while it diminishes with the likelihood cost of keeping up liquid assets. 

The relationship between cash stream and cash holdings is questionable, as an aftereffect of reality from one perspective, when inside funds are bounteous, the company can back critical supporting potential results with no trouble and is not slanted to stand up to financial distress, so cash holdings are no more completely required for such an association (transaction cost theory). Taking after the transaction value theory, cash holdings are connected with the variability of cash float in light of the way that the more fundamental cash float are flighty, the more likely is the closeness of a liquidity constrainment in a not all that removed future, and the more the firm cravings to avoid the anticipated costs of this liquidity essential. 

In rundown, the transaction costs model assembles that liquid assets stretch out with (1) the unsteadiness of cash buoy segregated through complete assets, and (2) the length of the cash conversion cycle. The model in addition instigates that liquid resource holdings limit (1) with diversion development costs and the slant of the term structure, (2) with the cost of lifting debt, (3) no sweat of pushing assets, (4) with the value of hedging risk, and (5) with the estimation of a firm's advantage. The considered costs has the additional ramifications that the cost of ensuring liquid effects increments with the firm's marginal examination rate.

In summary, the transaction costs model implies that liquid assets increase with (1) the volatility of cash flow divided by total assets, and (2) the length of the cash conversion cycle. The model also implies that liquid asset holdings decrease (1) with interest rates and the slope of the term structure, (2) with the cost of raising debt, (3) with the ease of selling assets, (4) with the cost of hedging risk, and (5) with the size of a firm's dividend. The inclusion of taxes has the additional implication that the cost of holding liquid assets increases with the firm's marginal tax rate.

2.2.2 Asymmetric Information and Cash Holdings
In the transaction cost model, there are affectations for firms to take care of cash, without the suspicion of hilter kilter information or association issue. Getting such a decision heightens the inspiring strengths for company cash holdings. The pecking order theory underlines on veered off experiences costs identified with external financing. To compel these costs, firms ought to back investment with inside funds to begin with, then with external dollars (debt first and sooner or later value). Following them, associations need to stockpile cash when they can in order to back future investment without (or with less) outside funds. 

Opler et al. (1999) look at the determinants and consequences of cash holdings. They find that cash holdings are emphatically related with minimal size, investment open entryways, hazard and low motivate section to external cash (high leverage). Another informational value which can influence cash holdings is amongst banks and firms. Theoretically, the more a firm is associated with a bank, the less cash the firm holds, in light of the truth a vivacious relationship between a company and a financial establishment ought to discharge up the impediment in the wake of raising funds, so the alliance is significantly less well on the way to be constrained, which cuts down the cash holdings for preliminary aims. Banks are liable to energize associations to keep limitless cash equalities to cut down their checking costs. 

Since information asymmetries make grass funds extra costly, the model with realities asymmetries makes various gauges that resemble the mannequin with transaction costs discussed some time recently. Regardless, the model with information asymmetries presents an express cause why outside dollars would be costly, possibly prohibitively so. This model predicts that the cost of lifting porch dollars will increase as securities obtained are more essential assurances delicate, and as information asymmetries are more conspicuous basic. Watch that information asymmetries can exchange after some time, so that a company for which these asymmetries are unimportant at one point in time may moreover later end up in a circumstance where these asymmetries create to be basic.

2.2.3 Agency Theory and Cash Holdings
The outstandingly crucial thought about the association theory is that managers can in like manner have their own exceptional spotlights on that do now not as per usual match with these of shareholders. In this framework, to screen them, examiners distribute capital to companies (Hart and Moore, 1998). Jensen (1986) takes after the near speculation and battles that boss have inspirations to construct the free cash floods of their firm, since it's conceivable the only one asset they can energetically control. The central's inspirations to ensure cash are consistently to cut down the likelihood of a future financial distress and to allow sponsoring in exercises that suit his own particular activity however may likewise not be in the side interest of the shareholders. 

Of course, when a connection produces inexhaustible cash stream, the significantly less sorted out is the firm from outside capital markets, and the less the shareholders are in a position to control the executive, so the chief can comprehend to stockpile cash (managerial opportunism theory). The theoretical assumptions about cash holdings are really distinctive between the transaction value standard and the managerial opportunism theory (generally called the free cash skim hypothesis); see Table 2.1.

Agency costs of debt. These agency costs happen when the journey for the shareholders shifts from the mission for the debt holders, and, possibly, when interests change amongst different classes of debt holders. As an aftereffect of these costs, unmistakably leveraged companies think that its serious and costly to raise additional funds. These firms furthermore every so often feel that its hard to renegotiate present debt understandings to stop default and bankruptcy. Such associations have over the top rousing strengths to have association in asset substitution in like way raising funds to make investments may moreover advantage debt holders however no more shareholders, with the objective that shareholders pick no more to contribute, regardless of the way that the firm has beneficial exercises Opler et al. (1999).

Table 2.1: Theoretical predictions
Variable	Transaction CostTheory	Managerial Optimism Theory
Cash flow 	Negative	Positive
Anticipated variation of cash flow 	Positive	N/A
Indebtedness rate 	 Negative	Negative
Portion of long-term debt 	Positive	N/A
Size of the firm 	Negative	Positive
Liquidity of its balance sheet 	Negative	N/A
Dividend 	Negative	N/A
Investment 	Negative	N/A





Empirically Kusnadi (2003) saw that board estimation is unequivocally related and outside block-holder ownership is oppositely related to the degree of cash to net assets in Singapore. These disclosures bolster the agency cost model: shareholders of relationship with mammoth boards and low non-management block-holder ownership do no more have much quality in persuading the officials to supply back the cash in abundance to the shareholders. 

The takeover business fragment is in many cases considered as an approach to deal with the company issues of corporate free cash stream (external control of the officials by strategy for the business division). Late empirical confirmation is blended on this subject. Harford (1999) and Pinkowitz (2002) both find a negative relationship between's the likelihood of changing into an objective of a takeover and the cash modification levels. This nonsensical last thing can be depicted by strategy for favored limit of an objective over shield itself (in light of its cash holds) towards the bidder, with the associate of repurchasing its stock, getting a contender of the bidder. On the backwards side, Faleye (2004) reviews the arbiter challenges as a control instrument for tending to the affiliation issues of uneven corporate liquidity, and finds a decent relationship between center individual battles and high cash parities. 

The agency costs range among nations, in agree to the level of flourishing the outside analysts get. The more unmistakable the outside scholars are secured, the more crucial they are set up to back associations obliging no effort and the less companies need to keep cash. La Porta et al. (1998) have given two or three go betweens to portraying institutional and real structures transversely over nations. Utilizing these representatives, Dittmar et al. (2003) show that cash or marketable securities holdings are higher as a rule domains with a lower value of the counter manager rights list. This variable is a center individual for lawful advantages of minority shareholders. They confirm that shareholders in nations with negative shareholders insurance are not in position to finish manager to give again convincing cash to them. This outcome bolsters the agency costs of managerial care theory for high cash holdings. 

A conflicting result is got by Harford et al. (2004), who find that US companies with weaker shareholder rights have little cash saves. The shield they oblige this hanging result is that US settled in executives spend their cash holds additional rapidly than do non-dug in boss. 

Indebtedness is predicted to be associated with low cash holdings (debt can be considered as an additional essentially valued decision for cash holdings). Taking after the vague technique for thinking, a retrogressive relationship is relied on to be resolved between the premium charge and cash holdings (a higher advance expense is the sign of more basic transaction costs and/or more real risk premium). On the other hand, a shockingly liquid financial record should lessen cash holdings, in light of reality different assets can be sold when the firm faces a cash need. The advantage variable is at risk to be unfairly related with cash holdings, since a firm can cut its advantage when cash is required. Last, capital expenditures must be unfavorably related with cash holdings: when a firm contribute, it is not slanted to keep high cash uniformities Couderc, (2002). 

Firms with liquid assets (LIQUIDITY) can without a great deal of a stretch change these assets into cash, so they needn't issue with high cash conformities. On the other hand, little firms (SIZE) are required to have high cash changes. Firms with higher capital expenditures (with more accommodating investment open doors) tend to chop down their cash modification (CAPEX), presumably in light of the way that interior assets are spent to back these investments. These outcomes are supporting the transaction cost model. Couderc, (2002). 














3.1 Chapter over view
This section covers the methodology and data analysis strategies for the study. It details the techniques and sample plans that was used in the study.

3.2	Sampling Plan 
The research will be a case study based investigation. The study shall employ a purposeful sampling technique to raise the number of firms in the listed companies to be included in the sample, because currently there are very few companies in this industry. The companies to be studies are all major listed companies, over duration of 3 years range from 2011 to 2013. 

3.3	Data Collection Plan
The data to be collected will come from two main sources. The use of interviews for collection of primary data and the use of companies financial statements and annual reports for the collection of the 2011 to 2013 data to be used in the analysis of the model.

3.4	Data Analysis Plan
The study will be empirically analyzed based on the following categories of variables; the independent variables, control variables and dependent variables as follows;
3.3.1 Independent Variables
Length of the cash conversion cycle (LCCC,This was measured by calculating the cash conversion cycle based on accounts payable period, inventory period and accounts receivables period. 

Growth (GRO) of the firm, this was measured by sales, or natural logarithms of total net assets.

Working capital expenditure (WCE), This was be measured by the amount of working capital expenditures that are involved in acquiring stock and paying for accounts payables.

3.3.2 Dependent Variable
Cash holding as defined by Net Liquidity Balance (NLB) 
= (cash and cash equivalents + short-term investment) - (short-term debt + commercial paper payable + long-term debt a year term). 

Or the natural logarithm of Net cash flow ln (NCF)

These are considerations of the financial decisions of a company, regardless of the operation cycle. Thus, it is called as net liquid balance. 

3.3.3 Control Variables
Capital expenditure (CAPEX), is identified as one of the independent variables in the investigation and includes expenditures incurred by firms for acquisition and upgrading physical assets, such as land, buildings, machinery, vehicles, and equipments. Capital expenditures are added to assets account and depreciated against profits over their economic lifetimes. Capital expenditure is incurred by a company when buying new, fixed assets or in adding value to existing assets to increase their economic lives. Capital expenditure includes buying the value of assets, carriage inwards, insurance, legal costs, and all costs needed for acquiring assets ready for use. Managers pay careful attention to capital expenditure decisions, since they are very costly and irreversible.

Operating expenditure (OPEX); Is the cost of ongoing operations, product or system. Unlike CAPEX, firms meet OPEX continuously. Operating expenditures are written off against profit for the period. They include salaries, wages and facilities expenses, such as rent, rates, electricity, (non-cash items are excluded; such as amortized expenses and depreciation) etc. 

Finance expenditure (FIEX); It is cost incurred on debt capital. Dividend and Interests incurred on debentures, bank loan and other long term liabilities are recognized as finance expenditures.

Firms’ operating cash flow (OPCASH), Extracted from cash flow statement as net cash flow, 
Leverage (D/E)
Will be measured by total long-term debt capital and divided by equity (D/E)

All the above variables have relationships that affect working capital management. These relationships might vary over variables, companies and industries based on business strategy, economic environment, and financial environment.

The following function and regression model shall be adopted in the study
(NCF) = ƒ {(WCE) (LCCC) (CAPEX) (OPEX) (FIEX) (OPCASH) (GRO) (D/E))} 

The Net cash flows, NCF (Cash Holding) for firm i at time t is given by;
(NCF) ij = a + ß1 (WCE) it + ß2 (LCCC) it + ß3 (GRO) it +ß4 (CAPEX) it +
   ß5 (OPEX) it+ ß6 (FIEX) it +ß7 (OPCASH) it + ß8 (D/E) it +ε t

3.3.4 Test Statistics





4.0 DATA ANALYSIS, PRESENTATION AND DISCUSSION
4.1 Introduction
This section covers the analysis of data, presentation of findings in tables and graphs, discussion of findings and testing of the hypotheses of the study. The special symbols used to indicate the various items in are CCC days: cash conversion cycle in days, WCE: working capital expenditure, CAPEX: net cash flow on investment, OPEX: net operating cash flows, FIEX: net financing cash flows, SIZE: size of the firm, GROP: growth opportunity, GEAR_1: gearing/leverage of the company which is the debt to equity ratio, NCF: net cash flows. Others are; Sales, EBIT: earnings before interest and tax, CA: current assets, NCA: non-current assets, PPE: property plant and equipment, DA: depreciation and amortization, TA: total assets, CL: current liabilities, NCL: noncurrent liabilities. Also, INV: inventory, PAY, accounts payable, REC: accounts receivables.

4.2 Descriptive Analysis
Table 4.1a give a summary of the sample statistics, the study used a total of 8 firms listed on Dar es Salaam stock exchange for the years 2011 to 2013, that is 3 years range. The total number of the panel was 24 observations. In the analysis a balanced panel was drawn for a robust analysis. As from the sample characteristics, the sample was normally distributed as the degree of skewness was not out of +/-3 indicating that it was close to 0.
Table 4.1a: Summary Statistics

Source: data analysis (2015)

The average days it takes for firms to compile their cash conversion cycle is about 101 days (Table 4.1a). The mean for accounts receivables was below that of accounts payables, indicating a prudential management of working capitals since the firms on average delay to pay their credits and quickly collects receivables from their customers. The firms are generally profitable and have a low leverage at 24% (table 4.2a).

Table 4.1b indicates the correlation analysis of the variables under study. High correlations are found between SIZE and NCF, CCC_days, CAPEX, OPEX, also between FIEX and WCE and OPEX, and also between GEAR_1 and NCF and FIEX. 
Table 4.1b Correlation Analysis

Source: data analysis (2015)

Figure 4.1a indicates that firms are generating sufficient sales to produce earnings before interest and tax. Thus, generally firms are profitable indicating possibility of good performance on a surface level.

Figure 4.1a: Comparison of Sales and EBIT
Source: data analysis (2015)

Three working capital iltes are compared in Figure 4.1b, the analysis indicates that accounts payables takes a large share on the working capitals (41.82%). Indicating that firms enjoying trade credits, which is a good sign of excellent management of working capital. The inventory is comparatively small (16.95%) indicating that firms are holding small inventories compared to receivables, which is an indication of efficient sales turnover.

Figure 4.1b: Working Capital Items
Source: data analysis (2015)

Figure 4.1c indicates selected items from incomes statement and balance sheets of these companies. Sales and NCA are generally high.

Figure 4.1c: Selected Income and Balance Sheet Statements Items
Source: data analysis (2015)
Among the major items in the cash flow statement, net cash flow from operating expenditures are high, followed by those from net cash flows from working capital expenditure. While the net cash flows from investing activities (CAPEX) and net cash flows from financing activities (FIEX) were negative. This indicates that firms generally are using their cash flows more on investments and in paying for their financing (Figure 4.1c).


Figure 4.1d: Selected Cash Flows Statements Items
Source: data analysis (2015)

4.3 Multivariate Analysis 
A closer look at the relationships between the various variables, it is clear that the CCC (days) and NCF are positively related.

Figure 4.2a: CCC and NCF
Source: Data analysis (2015)

On the other hand, WCE and NCF are positively related, as WCE increases so does NCF increases.

Figure 4.2b: WCE and NCF
Source: data analysis (2015)
CAPEX is negatively related to NCF are as CAPEX increases NCF increases (figure 4.3c).

Figure 4.2c: CAPEX and NCF
Source: data analysis (2015)

On the other hand OPEX and NCF are positively related, an increase in OPEX result in an increase in NCF.

Figure 4.2d: OPEX and NCF
Source: data analysis (2015)
Also FIEX and NCF are negatively related as FIEX increases NCF decreases (figure 4.3e).

Figure 4.2e: FIEX and NCF
Source: data analysis (2015)

GROP and NCF are negatively related. As growth opportunity increases NCF decreases. Indicating that increase in opportunities is met by investing from firms’ cash flows (figure 4.3f).


Figure 4.2f: GROP and NCF
Source: data analysis (2015)
On the other hand leverage and NCF are negatively related. This indicates that rather than using borrowed funds from external source to finance investments, the firms are concentrating on using internal free cash flows for financing their firms (figure 4.3g).


Figure 4.2g GEAR_1 and NCF
Source: data analysis (2015)

Figure 4.3h indicates that figure firms are more liquid, that is they have more free cash flows for investments than are small ones, this is critically and probably due to the fact that small firms are in need of expanding and thus are using most of their free cash flows in investments.

Figure 4.2h: SIZE and NCF
Source: data analysis (2015)

Table 4.2a indicates the multiple regression results for the study. The model factors accounted for about 83% of variation on net cash flows (NCF). Thus, these factors are highly responsible in explaining the net liquidity of the firms listed in Dar es Salaam stock exchange. The model fit F-statistics was significant at 1%.





Table 4.2a: Multiple Regression Results

Source: data analysis (2015)

Table 4.2b indicates that the analysis did not suffer from multi co linearity problems since all the variance inflation factors (VIF) are below 15 and the mean VIF is only 7.29.
Thus, the regression was based on the following formulations;
(NCF) ij = a + ß1 (WCE) it + ß2 (LCCC) it + ß3 (GRO) it +ß4 (CAPEX) it +
   ß5 (OPEX) it+ ß6 (FIEX) it +ß7 (OPCASH) it + ß8 (D/E) it +ε t

Table 4.3b: Variance Inflation Factors

Source: data analysis (2015)
4.4 Discussion of Findings 
The discussion of the findings was based on the research question below. It thus answers these questions as they were used as leading guides in the study. The following research questions guided this study;

4.4.1	What is the Relationship Between Capital Expenditure and The Firm’s Cash Holding in Listed Companies in Tanzania
The analysis indicated that the relationship between WCE and NCF was negative. Refer table 4.2a, a 1 point decrease WCE results in a 0.127 increase in NCF for firms listed in Dar es Salaam stock exchange. Thus, working capital expenditure to a degree is responsible for reducing cash balances among these firms by about (12.7%).

4.4.2	What is the Relationship Between Firms’ Growth Opportunities and the Firm’s Cash Holding in Listed Companies in Tanzania
The analysis indicated that the relationship between GROP and NCF was positive. Refer Table 4.2a, a 1 point increase GROP results in a 1.59 increase in NCF for firms listed in Dar es Salaam stock exchange. Thus, growth opportunity to a degree is responsible for increasing cash balances among these firms by about (159%). This a crucial factor to watch as it has a greater magnitude on cash flows.

4.4.3	What is the Relationship Between the Length of the Cash Conversion Cycle and The Firm’s Cash Holding in Listed Companies in Tanzania
The analysis indicated that the relationship between CCC (days) and NCF was positive. Refer Table 4.2a, a 1 point increase in CCC (days) results in a negligible increase in NCF for firms listed in Dar es Salaam stock exchange. Thus, cash conversion cycle to a trifling degree is responsible for increasing cash balances among these firms by about (0%). Thus, this factor is not that crucial in these firms.

4.4.4	What are the Impacts of Different Factors Affecting the Working Capital on Net Liquidity Balance in Listed Companies in Tanzania
The rest of the factors were assessed (Table 4.2a) indicates the findings. The factors were summarized as under in terms of the direction of effect and the magnitude of the effects; CAPEX (-, 33%), FIEX (-, 1.2%), GEAR (1) (+, 107%), SIZE (+, 235%) respectively. Thus, CAPEX, GEAR (1) and SIZE are crucial factors that are responsible in affecting cash balances in these firms as discussed from figures 4.3a through 4.2g.

4.5 Hypotheses Tests and Validation
The study will use three null hypotheses to test relationship between the various working capital management factors/issues and cash holding in firms.

4.5.1 Hypotheses Wald Tests
The Wald test tests that the regression coefients are zero, where coefients 2, 3, 4 and 5 did not pass this test, thus statistically coefients 1, 6, 7 & 8 are not zero.
H0: There is no relationship between working capital expenditure and firm’s cash holding in listed companies in Tanzania.
H0: There is no relationship between firms’ growth opportunities and firm’s cash holding in listed companies in Tanzania.















5.0 CONCLUSION AND RECOMMENDATIONS
This section covers the conclusion and areas for further studies. It measures how the objectives were achieved.

5.1 Conclusion
The study was guided by the following objectives which are restated below and followed by the explanation of how they were achieved;
i)	To examine whether there is a relationship between (working) capital expenditure and the firm’s cash holding in listed companies in Tanzania.
The study was able to find that, the relationship between working capital expenditure and firms’ cash holding was negative. That is WCE influenced NCF negatively, but the results were not statistically significant.

ii)	To examine whether there is a relationship between firms’ growth opportunity and the firm’s cash holding in listed companies in Tanzania
The study was able to find that, the relationship between firms’ growth opportunity and firms’ cash holding was positive. That is GROP influenced NCF positively, but the results were not statistically significant.

iii)	To examine whether there is a relationship between length of the cash conversion cycle and the firm’s cash holding in listed companies in Tanzania
The study was able to find that, the relationship between length of the cash conversion cycle and firms’ cash holding was positive. That is CCC (days) influenced NCF positively, but the results were not statistically significant.
v.	To examine the impact of different factors affecting the working capital on net liquidity balance (cash holdings) in listed companies in Tanzania

The other factors were assessed the findings indicated that in terms of the direction of effect and the magnitude of the effects; CAPEX (-, 33%), FIEX (-, 1.2%), GEAR (1) (+, 107%), SIZE (+, 235%) respectively. Thus, CAPEX, GEAR (1) and SIZE are crucial factors that are responsible in affecting cash balances in these firms, but more crucial was GEAR (1) which was statistically significant at 5%, while the rest of the factors were not statistically significant.

5.2 Recommendations
The analysis has indicated that these 8 factors are influencing net cash flow in different ways and magnitude. Thus, it is important that management of firms should take into account the role of these factors when planning and controlling for liquidity in the firms.

5.3 Areas for Further Studies
More studies need to be done on this area as most of these factors with the exception of gearing/leverage were not found to be statistically significant. The following are some of the suggested areas that this study was not able to address that need to be addressed by other researches;
i.	To replicate this study from other sectors of the economy especially among SMEs and Banks.
ii.	To assess for more other factors that might be responsible for affecting firms’ liquidity.
iii.	All of the factors that were assessed were mainly firm-specific factors. Other factors such as macro-economic factors and industry specific factors could as well be assessed for persistence in influencing liquidity.
iv.	Particularly, inflation, interest rates, exchange rates can be assessed for their influence on firms liquidity
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